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ABSTRACT 
Employee h e a l t h  i n s u r a n c e  premiums c o n t i n u e  t o  r i s e  
i n f l a t i o n  ra tes .  The na t iona l  exponent ia l ly  desp i te  stagnant 
t rend  i n  recent  years has been t o  decrease b e n e f i t  usage by 
at tempt ing t o  e s t a b l i s h  a  h e a l t h i e r  workforce. The incorpora t ion  
o f  employee hea l t h  promotion programs e i t h e r  w i t h i n ,  o r  outs ide o f  
the  works i te ,  i s  t h e  favored means o f  p rov id i ng  a  so lu t i on .  The 
purpose o f  t h i s  study i s  t o  determine the  ex ten t  o f  employee 
hea l t h  promotion program usage i n  Centra l  F lo r ida ,  and the  
economic impact, i f  any, o f  these programs. The bas ic  research 
quest ions f o r  t h i s  study are: 
1. What percentage o f  t he  corporat ions surveyed have 
i n s t i t u t e d  employee hea l t h  promot ion programs? 
2. What i s  t h e  most comnon program content  among the  
companies using such? 
3. What i s  the average cost  o f  program implementation 
(per  employee) and the average annual operat ions cost  
f o r  companies using hea l t h  prMliot i o n  programs? 
4. Has a r e a l  o r  perceived monetary ga in  been determined 
by t h e  use o f  t he  hea l t h  promotion programs? 
5. Can any cost  savings be o r ig ina ted?  
6. Does a r e l a t i v e  d i f f e r e n c e  i n  savings e x i s t  between 
l a rge  and small  companies by us ing such programs? 
7. What percentage o f  Centra l  F l o r i d a  companies using 
hea l t h  promot i on  programs depend upon extraneous 
serv ices (e .g . ,  PPOs, HMOs, consu l tants)  t o  i n i t i a t e  
and/or perpetuate t h e i r  programs? 
The procedure o f  study w i l l  include the use o f  a  survey 
questionnaire mailed t o  a  representat ive sampl ing o f  100 various 
s i z e  area business establ ishments , grouped according t o  employee 
number. Q u a n t i f i c a t i o n  and analysis o f  survey resu l ts  w i l l  then 
be sumnarized and used t o  ascertain the effect iveness o f  such 
endeavors. 
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SECTION I 
INTRODUCTION 
Health care cost  esca la t ion  has been o f  major concern i n  
recent  years, r e s u l t i n g  i n  s i g n i f i c a n t  e f f o r t s  t o  prov ide con t ro l .  
The congressional i n s t i t u t i o n  o f  prospect ive reimbursement f o r  
Medicare coverage, which displaced the  expensive "cost-based" 
reimbursement scheme i s  an example. The reasons f o r  the  r a p i d  
r i s e  i n  hea l t h  care costs are  m u l t i - f a c t o r i a l  and oft-mentioned. 
An excessive number o f  physic ians i n  t o to ,  t he  r e l i a n c e  upon 
expensive, complex technology, t he  l a rge  number o f  spec ia l  i s t s  i n  
h i g h l y  techn ica l  f i e l d s ,  and the  American t h i r s t  f o r  the  biggest  
and best  i n  everyth ing,  i nc lud ing  hea l th  care, are  examples. 
Background and S ign i f i cance  
Employee hea l th  b e n e f i t  costs have a lso  r i s e n  d ramat ica l l y  
f o r  many o f  t h e  same reasons. According t o  a recent  assessment o f  
the Fortune 1000 companies, hea l th  care Gpend i tu res  averaged 39% 
o f  net  earnings i n  1985 (Schneider e t  al., 1986). Employee hea l t h  
insurance premiums tend t o  be experience ra ted,  meaning t h i s  
year ' s  premium ra tes  a re  based upon the  previous yea r ' s  costs. 
Hence, t h e  l o g i c a l ,  and probably on ly  means o f  reducing premium 
expense, i s  t o  decrease usage. Th is  goal can r e a l i s t i c a l l y  on ly  
be a t t a i ned  through promotion o f  a h e a l t h i e r  1 i f e s t y l e  among 
employees. Recognizing t h i s ,  many employers have i n s t i t u t e d  
employee hea l t h  promotion, o r  "wel lness" programs, i n  hopes o f  
reducing t h e i r  hea l t h  care premium expense. Heal th Research 
I n s t i t u t e  conducted a survey o f  1500 o f  t h e  l a rges t  employers i n  
t he  Uni ted States. There were 633 responses, and o f  those, 42.5% 
had implemented some form o f  hea l t h  improvement program f o r  t h e i r  
employees as o f  1985 (Schneider e t  a l . ,  1986). By 1987, 63% o f  
responding companies had implemented programs ( H R I  , 1987) . 
I n  add i t  i on  t o  t h e  t a n g i b l e  b e n e f i t s  o f  decreased premium 
expense and increased p r o d u c t i v i t y  due t o  fewer l o s t  workdays from 
i l l n e s s  o r  i n j u r y ,  l ess  t a n g i b l e  advantages may a l so  be rea l i zed .  
Examples o f  such are  boosted employee morale, lower a t t r i t i o n  
ra tes ,  and improved company s t a t u r e  w i t h i n  t h e  community. 
It i s  t h e  i n t e n t  o f  t h i s  i n q u i r y  t o  ascer ta in  the  ex tent  o f  
employee hea l t h  promot ion  program usage among Centra l  F l o r i d a  
business and government i n s t i t u t i o n s ,  and s u b j e c t i v e l y  q u a n t i f y  
any economic ga in  associated w i t h  such implementation. 
Statement o f  t h e  Problem 
This  study w i l l  i d e n t i f y  t h e  extent' and economic b e n e f i t  o f  
employee hea l t h  promotion programs among a sampling o f  100 
companies i n  Centra l  F l o r i da .  This in fo rmat ion  can then be 
u t i l i z e d  t o  he lp  develop a composite p ro to type  program o f  maximum 
e f f i c i e n c y  which may i n  t u r n  be marketable as a p o t e n t i a l  se rv ice  
t o  t h e  community. 
Var iab les  and Operat ional D e f i n i t i o n s  
1. "Small" company: t h a t  which has 120 employees o r  less .  
2. "Large" company: t h a t  which has greater  than 120 
employees. 
3. Heal th Promot i on  Program: any long-term, organized 
e f f o r t  pu t  f o r t h  by a business o r  government i n s t i t u t i o n  expressly 
f o r  t h e  purpose o f  e l eva t i ng  the  phys io log ica l ,  mental, and 
emotional hea l t h  o f  i t s  employees, i n  an e f f o r t  t o  decrease f u t u r e  
hea l th  carme expenditures and improve employee re1  a t  ions.  These 
programs usua l l y  cons is t  o f  a l l  o r  p a r t  o f  the  f o l l o w i n g  
c u r r i c u l a :  
* Weight c o n t r o l  
* Monitored exerc ise 
* Smoking cessat ion 
* Substance abuse awareness 
* Accident prevent ion * Stress management 
* Back c a r e h e h a b i l  i t a t  i on  * N u t r i t i o n  education 
Research Ouest ions 
1. What percentage o f  t h e  Centra l  F l o r i d a  corporat ions 
surveyed have i n s t i t u t e d  employee hea l t h  promot ion programs? 
2. What i s  t h e  most comnon program content  among the  
companies us ing such? 
3. Which employee categor ies  (sen io r  management, middle 
management, hou r l y )  a re  most o f t e n  e l i g i b l e  t o  p a r t i c i p a t e  i n  
hea l t h  promot i on  programs? 
4. What i s  t h e  average per employee cost  o f  implementing a 
hea l t h  promotion program? 
5. What i s  t h e  average annual operat ions cost  per program? 
6. Have r e a l  o r  perceived monetary savings been associated 
w i t h  t h e  use o f  hea l t h  promotion programs? 
7 .  Can any cost  savings be o r ig ina ted?  
8. Does a r e l a t i v e  d i f f e r e n c e  e x i s t  i n  r e a l  o r  perceived 
monetary savings between l a r g e  and small  companies by using such 
programs? 
9. What percentage o f  Cent ra l  F l o r i d a  companies using 
hea l t h  promotion programs depend upon extraneous serv ices (e.g., 
HMOs, PPOs, consu l tants)  t o  i n i t i a t e  and o r  perpetuate t h e i r  
programs? 
10. What a re  some o ther  comnon measures used t o  reduce 
employee hea l t h  costs? 
11. What percentage o f  companies now have, o r  p lan t o  have, 
an A I D S  p o l i c y  i n  e f f e c t ?  
Assumptions 
1. An adequate sample o f  var ious s i z e  i n s t i t u t i o n s  would 
-. 
respond t o  t he  survey, and a s i g n i f i c a n t  sample have employed 
hea l t h  promot i o n  programs. 
2. The companies t h a t  have i n s t i t u t e d  hea l t h  promotion 
programs have, t o  some extent ,  q u a n t i f i e d  ac tua l  o r  p red ic ted  cost  
savings by using such (perhaps by cos t -bene f i t  ana lys is ) .  
L im i ta t i ons  
1. Resources and cooperat ion may be 1  i m i t i n g  fac to rs .  
2. Corporat ions t h a t  have implemented heal t h  promot ion 
programs may not  have q u a n t i f i e d  any cost  advantages by using such 
( o r  no attempt was made). 
3 .  Employee hea l th  promot i o n  e f f o r t s  from company t o  company 
may be so var ied as t o  d i sa l l ow  comparison q u a n t i f i c a t i o n .  
4. The number o f  respondents using employee hea l th  promotion 
programs may be i n s i g n i f i c a n t  . 
SECTION I 1  
REVIEW OF THE RELATED LITERATURE 
Over the  past twenty years, hea l t h  care spending has 
escalated from less  than 6% o f  t he  gross na t iona l  product (GNP) t o  
11.5% as o f  1988, making hea l t h  care the t h i r d  la rges t  indus t ry  i n  
t he  U.S. Health care costs per employee increased from $165 per 
year i n  1965, t o  $2142 per year i n  1986 (Wolfe e t  a1 ., 1987; 
K i t t r e l l  , 1988). Between 1982 and 1983, t he  medical component o f  
t he  consumer p r i c e  index (CPI) increased by 8.7% as compared t o  
t he  3.2% o v e r a l l  i n f l a t i o n  r a t e  (Ostwald, 1986). 
The employee hea l th  b e n e f i t  cost t o  Arner i can employers 
exceeds $60 b i l l i o n  annual ly,  an increase o f  greater  than 500% 
over t he  l a s t  decade, and continues t o  c l imb a t  16020% per year 
f o r  t he  same b e n e f i t s  (Ostwald, 1986). This i s  occurr ing desp i te  
e f f o r t s  t o  manage these costs more e f f i c i e n t l y .  
For example, a form o f  cancer a f fec ts .  one i n  f i v e  people, and 
accord ing t o  the  American Cancer Society, the therapy requ i red  f o r  
j u s t  one la te-detected case can cos t  $60,000 o r  more, not  
inc lud ing  costs associated w i t h  absenteeism and replacement (Howe, 
1988) . 
Other hea l t h  r e l a t e d  i n d i r e c t  human resource costs associated 
w i t h  absenteeism, turnover,  and r e s t a f f i n g  a re  more d i f f i c u l t  t o  
quan t i f y .  Absenteeism i s  obviously a f f ec ted  by employee hea l th  
problems, and has an est imated - y  ,-- annual cost  approaching $26 
> I _ -  - 
b i l l  ion, ~ a r d i o v a s c u l a r  disease alone r e s u l t s  i n  132 m i l l  ion  l o s t  
workdays -per ye@ i n  the  Uni ted States, and $27 m i l l  i o n  i n  l o s t  
output  (Wolfe e t  a1 ., 1987). I n  add i t i on ,  an est imated $700 
m i l l  i on  i s  requ i red  t o  rep lace t h e  employees k i l l e d  o r  d isab led 
each year  by card iovascu lar  disease. 
Several f ac to r s  have con t r ibu ted  t o  t he  hea l t h  b e n e f i t  cost  
e s c a l a t i o n .  Egdahl  (1984) l i s t s  i n c r e a s e d  b e n e f i t  p l a n  
incent ives,  a surplus o f  t e c h n i c a l l y  o r i en ted  spec ia l  i s t s  (as we1 1 
as t he  phys ic ian popu la t ion  i n  t o t o ) ,  hosp i t a l  overbedding, the  
cost-based reimbursement system (now l a r g e l y  defunct ) ,  t h e  
p u b l i c ' s  huge a p p e t i t e  f o r  the v a s t  a r ray  o f  medical serv ices 
ava i lab le ,  and advancing medical technology. 
American i ndus t r y  has responded i n  recent  years by apply ing 
several  aspects o f  hea l t h  promot ion, o r  "we1 lness programming" t o  
t h e  corporate s e t t i n g .  Since insurance premiums are  experience 
ra ted  (based on t he  previous y e a r ' s  cos ts ) ,  any reduc t ion  i n  
b e n e f i t  use should ( t h e o r e t i c a l l y )  reduce ,employer premium expense 
(Ostwald, 1986). I n  a d d i t i o n  the  consensus suggests t h a t  no t  on ly  
would corporate hea l t h  promotion a f f e c t  t h e  d i r e c t  expense o f  
i l l n e s s  care, but  a l so  less  t a n g i b l e  expenses such as on s i t e  
i n j u r y ,  absenteeism, decreased work e f f i c i e n c y ,  and low employee 
morale (Ostwald, 1986). 
It i s  apparent, then, t h a t  an e f f e c t i v e  employee hea l t h  
promot i on  and management program would be b e n e f i c i a l  . Ret i red  
president and COO o f  the  Pennzoil Company, Richard Howe, 
sumnari zes , "Our experience has shown t h a t  employee heal th  and 
wellness programs should be a p r i o r i t y  t o  companies t h a t  want t o  
keep good employees and cu t  costs. The question o f  ava i lab le  
d o l l a r s  o r  personnel shouldn' t  deter any admin is t ra tor  from what 
i s  essen t i a l l y  a sound business investment" (Howe, 1988). 
The 1983 U.S. Publ ic Health Service repor t ,  "Health and 
Prevention Pro f i le , "  stated, "many major hea l th  problems 
confront ing Americans today also are rooted i n  l i f e s t y l e  or 
environmental fac to rs  t h a t  are themselves amenable t o  change. 
Health promot i on  and disease prevention there fo re  appear t o  ho ld  
the  key t o  f u r t h e r  improvements i n  the  heal th  status o f  the  
American people" (Schneider e t  a1 . , 1986) . 
Donald B. Arde l l ,  one o f  t he  o r i g i n a l  promoters o f  the 
we1 lness e th i c ,  wr i tes ,  "A t ten t ion  t o  1 i f e s t y l e  and environment 
o f f e r s  t he  most rewarding paths t o  improved l eve l s  o f  health. It 
i s  the  on ly  way t o  reduce the staggering cost burden o f  American 
medicine, and the  best way f o r  you t o  ,reduce your chances o f  
premature aging and unnecessary su f fe r i ng  from degenerative 
disease" (A rde l l  , 1986). 
It i s  t h i s  author 's  i n t e n t  t o  i d e n t i f y  and analyze the extent  
t o  which employee hea l th  promotion programs are u t i l i z e d  i n  the  
Central F lo r i da  area, and through use o f  the  desc r ip t i ve  survey 
technique, attempt t o  quant i fy  ef fect iveness.  
Heal th care expenditures represent  39% o f  ne t  earnings, o r  
$53 m i l l i o n  per year f o r  t he  average Fortune 1000 company i n  1985, 
according t o  a recent  Heal th Research I n s t i t u t e  survey, and the  
r a t e  i s  increas ing a t  12% per year (Schneider e t  a l . ,  1986)! 
A recent  survey by t h e  federa l  O f f i c e  o f  Disease Prevent ion 
and Heal th  Promotion (ODPHP) revealed t h a t  near ly  66% o f  t h e  
n a t i o n ' s  companies w i t h  50 o r  more employees have a t  l e a s t  one 
type  o f  hea l t h  promotion a c t i v i t y  (Welter,  1988). 
Examples o f  program ef fec t iveness abound. A t  I 1  1 i n o i s  Be1 1 
Telephone, f o r  example, sickness and d i s a b i l i t y  dec l ined 52% among 
employees p a r t i c i p a t i n g  i n  an a lcoho l  ism con t ro l  program. The 
Kimberly-Clark Corporat ion o f  Neenah, Wisconsin repo r t s  a 43% 
reduc t ion  i n  absenteeism and a 70% reduct ion i n  accidents f o r  a 
sample employee group a f t e r  p a r t i c i p a t i n g  i n  t h e i r  employee 
assistance program f o r  one year. The company has a lso  found t h e i r  
hea l t h  enrichment program t o  be b e n e f i c i a l  i n  r e c r u i t i n g  and 
r e t a i n i n g  h igh  c a l i b r e  employees (Herz l inger  e t  al . ,  1986). 
Safeway Bakery D i v i s i o n  i n  Clackamas, Oregon implemented t h e i r  
wel lness program i n  1978, a f t e r  t h e  company l o s t  1760 l o s t  
workdays due t o  i n j u r y  i n  one year. President  Bob Jacobson 
repo r t s  a decrease i n  workplace accidents by 98% s ince the  program 
began, w i t h  employee turnover  and absenteeism down by 90%, 
r e s u l t i n g  i n  an $800,000 per  year r e t u r n  (DiBlase, 1985). 
A Canadian insurance company furn ished a works i te  w i t h  
exerc ise f a c i l i t i e s  and repor ted an absenteeism r a t e  22% below 
normal f o r  t he  i n i t i a l  s i x  month per iod o f  study. 
The Prudent ia l  Insurance Company launched a s i m i l a r  exerc ise 
program i n  Houston and found t h a t  d i s a b i l i t y  absence days 
decreased by 20%, according t o  company est imates (Gelb, 1985) . 
A 1987 survey o f  corporate wellness programs by Health 
Research I n s t i t u t e ,  o f  Walnut Creek, Cal i f o r n i a  repor ts  the  
programs most comnonly o f f e red  are ( i n  descending order) : 
* Weight r educ t i on /Nu t r i t i on  (o f f e red  by 88.7% o f  
respondents) 
* Smoking cessat ion programs (86.5%) 
* Heal th education (83.2%) 
* Employee assistance and substance abuse programs (79.7%) 
* Fi tness programs (78.7%) 
* Stress reduc t ion  (78.6%) 
* Heal th r i s k  assessment programs (66.3%) 
* F i tness f a c i l i t i e s  (57.3%) 
* Medical consumer education (29.2%) 
P a r t i c i p a t i o n  l e v e l s  averaged 41 .l% f o r  hour ly  employees ; 37.6% 
f o r  middle management; 33.1% f o r  sen ior  management; and 19.2% f o r  
r e t i r e e s  ( K i t t r e l l ,  1988). 
These programs a re  designed t o  he lp  reduce the  r i s k  o f  t he  
t en  leading m o r t a l i t y  causes i n  t he  Uni ted States, as l i s t e d  by 
the  Centers f o r .  Disease Control  i n  A t lan ta :  hear t  disease, 
cancer, stroke, accidents, chronic lung disease, pneumonia/ 
i n f l u e n z a ,  d i a b e t e s  m e l l i t u s ,  s u i c i d e ,  c i r r h o s i s ,  and 
a therosc leros is  (Herz l inger  e t  al . ,  1986; Lenckus, 1986). 
One o f  t h e  major incent ives  f o r  employers t o  implement 
employee hea l t h  promot ion  programs i s  t h e  p o t e n t i a l  f o r  reducing 
the  t o t a l  cost o f  bene f i t s ,  o r  a t  l e a s t  slow the  r a t e  o f  increase. 
The bene f i t s  r e f e r r e d  t o  are  hea l t h  insurance, l i f e  insurance, and 
worker 's  compensation claims (Ostwald, 1986). Health promotion 
programs are  considered a  we l fa re  b e n e f i t  and the re fo re  are  
completely t a x  deduct ib le  t o  t he  employer, and non-taxable f o r  t he  
employee (as o f  1986). 
It i s  i n t e r e s t i n g  t o  note, however, t h a t  the  t y p i c a l  employee 
hea l t h  insurance p lan  does not  consider t he  e f f e c t  o f  personal 
hab i t s  on costs.  For example, smokers and non-smokers pay 
equivalent  premiums and rece ive  the  same bene f i t s ,  hence t he  
l a t t e r  subsidizes t he  former. Plans o f  t h i s  na ture  prov ide  no 
i ncen t i ve  t o  change bad hab i t s  (Herz l inger  e t  a l .  1986). 
A 1985 survey o f  263 U.S. hea l th  insurance companies found 
t h a t  some hea l t h  promotional procedures a re  -. covered by insurance, 
b u t  on ly  under spec i f i ed  cond i t ions .  For example, programs o f  
monitored exerc ise are  l e g i t i m a t e  claims f o r  about 40% o f  
companies responding t o  t h e  survey, bu t  i n  almost every instance, 
an i l l n e s s  must have been diagnosed i n  which t he  exerc ise would be 
s p e c i f i c a l l y  therapeut ic ,  and i t  must be physic ian prescr ibed 
(Gel b, 1985) . 
Only 11% o f  t he  companies w r i t e  f o r  smoking cessat ion 
programs, bu t  again, an i l l n e s s  must be diagnosed, and the  program 
must be supervised by a phys ic ian o r  psychologist .  Other programs 
such as s t ress  management, n u t r i t i o n ,  and weight con t ro l  are 
covered by 11-40% o f  t he  companies, but  condi t ions are s i m i l a r  
(Gelb, 1985) . 
Strangely enough, insurance executives questioned said they 
be1 ieved such program p a r t i c i p a t i o n  would decrease the  number o f  
i l l n e s s  claims, but not  enough t o  cover the  cost o f  claims 
produced by prevent ive medicine use. They see no p r o f i t  i ncen t i ve  
i f  they are t o  depend upon claims reduct ions t o  j u s t i f y  coverage 
beyond cur ren t  l e v e l s  (Gelb, 1985). 
Joseph Stokes o f  Boston Un i ve rs i t y  has devised a mod i f iab le  
r i s k  f ac to r  index t o  ad just  premiums up o r  down, o r  an add i t i ona l  
payment f o r  h o s p i t a l  i z a t i o n  caused by r i s k  r e l a t e d  disease, such 
as a hear t  a t t ack  i n  a  person w i t h  a  h igh  index o f  mod i f iab le  r i s k  
f ac to rs  f o r  coronary occ lus ive  disease. This index would be based 
on s e l f  - reported employee behav i o r ,  and confirmed by laboratory  
data (Herzl  inger e t  a1 . , 1986). 
Another a l t e r n a t i v e  approach would be a  p o l i c y  i n  which 
premiums incorporate  a h igh deduc t ib le  o r  co-insurance f o r  
pa t i en t s  hosp i t a l i zed  f o r  diseases r e l a t e d  t o  l i f e s t y l e .  For 
example, lung cancer, which i s  c l ose l y  l i n k e d  t o  smoking, would 
ca r r y  a  h igh  deduct ib le  o r  co-insurance. This t ype  o f  p lan would 
d i v i d e  employees i n t o  two groups. Those w i t h  poor hea l th  
p rac t i ces  would most 1 i ke ly  choose t r a d i t i o n a l  low-deductible o r  
co-insurance hea l t h  plans. Premiums f o r  t h i s  coverage would be 
high, r e f l e c t i n g  the r i s k  o f  t he  insured populat ion.  Hea l th ie r  
i nd i v i dua l s  would presumably se lec t  the  h igh deduct ib le  and 
co-payment opt ions a t  lower cost .  The cost  d i f f e r e n t i a l  would 
prov ide an i ncen t i ve  f o r  h igher r i s k  employees t o  change t h e i r  
hab i t s  (Herzl  inger  e t  a1 . , 1986). 
Since i t  remains u n l i k e l y  t h a t  insurance c a r r i e r s  w i l l  
inc lude provisos i n  cu r ren t  group plans f o r  i l l n e s s  prevent ion 
t a c t i c s ,  employers must concentrate on c rea t ing  a h e a l t h i e r  
workforce, not  on ly  t o  reduce the  number o f  claims leading t o  
decreased premium costs t he  f o l  lowing year, but  a1 so t o  increase 
p r o d u c t i v i t y  (by reducing incidence and du ra t i on  o f  s i ck  leave and 
key employee turnover)  and improve cornun i ty  and na t iona l  images 
(Ostwald, 1986). 
Reported program costs vary cons iderab ly  among employers. 
Some companies address important concerns a t  very l i t t l e  cost,  
simply by d i s t r i b u t i n g  in format ion o r  by promoting the  use o f  
l o c a l  hea l th  f a c i l i t i e s .  The ma jo r i t y ,  such as the  DuPont 
Company, i n s i s t  t h a t  a minimum investment o f  $50 t o  $70 per 
employee per year i s  necessary t o  produce any subs tan t ia l  r e t u r n  
(Welter, 1988). Mercer-Meindinger q u a n t i f i e d  the wellness 
p rac t i ces  o f  several New England employers, and found 60% spend 
less than $10,000 per year on hea l th  and wellness a c t i v i t i e s ;  15% 
spend between $10,000 and $50,000; 3% spend between $50,000 and 
$lOO,OOO; and 6% spend more than $100,000 (F le tcher ,  1987). The 
Heal th  Research I n s t i t u t e  survey repor ted t he  average program 
s ta r t - up  costs t o  be $99.10 per employee i n  i n t e r n a l  costs, and 
$18.37 per  employee i n  ou ts ide  costs ( K i t t r e l l  , 1988) . 
I n  1984, IPM incorporated i t s  f i r s t  l a r g e  scale corporate 
we1 lness program w i t h  t h e  A1 i e f  Independent School D i s t r i c t  i n  
Houston. Program costs amounted t o  approximately $35,000, 
accommodating 300 employees. Reduced absenteeism resu l t ed  i n  a 
savings o f  $62,485 i n  s i c k  pay and s u b s t i t u t e  teacher wages. 
Fewer pa id  claims r e s u l t e d  i n  hea l t h  care cost  reduc t ion  o f  
$11,956. I n  add i t i on ,  71% o f  p a r t i c i p a n t s  expressed increased 
morale, and 46% f e l t  t h e i r  p r o d u c t i v i t y  had increased (Modic, 
1987). 
Heal th Research I n s t i t u t e  repo r t s  t h a t  employers w i t h  
we1 lness programs who measured e f fec t i veness  i n  monetary terms 
repor ted savings o f  $49.74 per employee, amounting t o  . $3.44 i n  
savings f o r  every d o l l a r  spent ( K i t t r e l l ,  1988). 
The O f f i c e  o f  Disease Prevent ion and Heal th Promotion (ODPHP) 
of t he  U.S. government r epo r t s  survey response i n d i c a t i n g  59.6% o f  
respondents c l a i m  improved employee hea l t h  due t o  n u t r i t i o n  
awareness programs; 57 5% c la im  improved employee hea l t h  due t o  
hypertension con t ro l  ; and 46.5% repor ted s t ress  management 
a c t i v i t i e s  increased worker product ion (Welter, 1988). 
The DuPont Company's "Take Time For Heal th Program" resu l t ed  
i n  a net  savings o f  $73,000 per  year on d i s a b i l i t y  wages a t  i t s  
Memphis p lan t ,  a r e t u r n  o f  $3.00 f o r  every d o l l a r  invested. 
Absenteeism decreased an average o f  24% per year.  
Blue Cross and Blue Shie ld  o f  Ind iana 's  "Stay A l i v e  and Well 
Program" repo r t s  a d i f f e r e n c e  i n  the  mean yea r l y  b e n e f i t  
u t i l i z a t i o n  o f  a lmos t  $60.00 between p a r t i c i p a n t s  and 
non-par t ic ipants  . Averaged over f i v e  years, the  company saved 
$2.51 f o r  every do1 l a r  spent (We1 t e r  , 1988) . 
The most extensive eva luat ion t o  date  o f  the  e f f e c t s  o f  a 
corporate based hea l t h  promot i on  program on employee heal thcare 
u t i l i z a t i o n  and cost  reduct ion was repor ted i n  a recent  e d i t i o n  o f  
t he  Journal o f  t he  American Medical Associat ion (B l y  e t  al . ,  
1986) . 
Research on Johnson & Johnson's "L i ve  f o r  L i f e  Program" 
provided va luab le  data on the  r e l a t i o n s h i p  between employee 
exposure t o  a cornprehens i v e  worksi t e  hea l th  promot i on  program end 
heal thcare u t i l  i z a t i o n  and costs. Data was made ava i l ab le  through 
Johnson & Johnson's se l f - insured  medical p lan t h a t  pays 100% o f  
a1 1 reasonable and customary phys ic ian and other  non-hospi t a l  
charges. 
"L ive  f o r  L i f e "  i s  based upon complete environmental, and 
s p e c i f i c  1 i f e s t y l e  improvement. I t  attempts t o  promote a " t o t a l  
immersion" approach whereby constant reinforcement messages a1 t e r  
behavior toward h e a l t h i e r  1 i f e s t y l e s .  
Two groups o f  Johnson & Johnson employees ( N  = 5192 and 
N = 3259) exposed t o  the  comprehensive program, which included 
hea l t h  screening, l i f e s t y l e  improvement, and works i te  changes t o  
support a  h e a l t h i e r  we l lbe ing,  were compared t o  a  con t ro l  group 
(N = 2955) over a  f i v e  year per iod  (1979-1983) (Bly e t  al . ,  1986). 
Mean i n p a t i e n t  hosp i t a l  costs, admissions, h o s p i t a l  days, 
ou tpa t i en t  costs,  and o ther  hea l th  costs were adjusted f o r  
base l ine popu la t ion  d i f f e rences  (us ing  an ana lys is  o f  covariance) 
and compared. Upon completion o f  t he  f i ve -year  study, i t  was 
found t h a t ,  wh i l e  a l l  t h r e e  groups experienced cost  and 
u t i l i z a t i o n  increases over t ime, t h a t  o f  group t h ree  ( c o n t r o l )  
began t o  exceed t h a t  o f  t h e  "L i ve  f o r  L i f e "  groups i n  1982, and 
was s i g n i f i c a n t l y  g rea te r  i n  1983. The second group displayed the  
g rea tes t  e f f o r t ,  having s i g n i f i c a n t l y  lower costs, admiss ions, and 
h o s p i t a l  days, compared t o  group t h ree  i n  1983 (group two was 
considerably h igher i n  a l l  t h ree  categor ies  i n  1979). Cost 
d i f fe rences  between groups one and th ree  were s i g n i f i c a n t  as w e l l ,  
bu t  u t i l i z a t i o n  was not.  No s i g n i f i c a n t  d i f fe rences  were repor ted 
f o r  ou tpa t i en t  o r  o ther  costs ( B l y  e t  a l . ,  1986). 
I n  t he  f i n a l  ana lys is ,  t he  h o s p i t a l  costs f o r  t h e  "L i ve  f o r  
L i f e "  groups doubled over a  f i ve -year  per iod,  whereas costs  o f  t h e  
non-"Live f o r  L i f e "  group, adjusted f o r  1979 d o l l a r s ,  increased 
four  t imes. This represented a savings o f  $980,316 over t h e  f i v e -  
year per iod  (Welter,  1988). 
D r .  W i l l i am  Myerson o f  t h e  I n s t i t u t e  f o r  Prevent ive Medicine 
i n  Houston s ta tes ,  "Even t h e  most benevolent o f  employers must 
keep an eye on the  bottom l i n e .  They need p roo f  t h a t  corporate  
wel lness programs w i l l  c o s t - e f f e c t i v e l y  lower hea l t h  care 
expenses" (Modic , 1987) . 
Management's j u s t i f i a b l e  concern f o r  an investment r e t u r n  I 
necess i ta tes  t h a t  e x i s t i n g  and proposed hea l t h  promotion endeavors 
be cost -  j u s t i f i e d .  Th is  w i l l  g r e a t l y  a s s i s t  i n i t i a l  and continued 
funding, as w e l l  as t h e  most e f f i c i e n t  a l l o c a t i o n  o f  t he  company's 
hea l t h  care c a p i t a l .  Kenneth J. Smith w r i t es ,  "It i s  imperat ive  
t h a t  s p e c i f i c  we1 lness program a c t i v i t i e s  be cos t -bene f i c ia l  l e s t  
the  f i r m  experience f u r t h e r  erosion o f  p r o f i t s "  (Smith e t  a l e ,  
1986) . 
Two bas ic  models o f  cost  eva lua t ion  lend themselves t o  
q u a n t i f i c a t i o n  o f  we1 lness expense. The f i r s t ,  cost -e f fec t iveness 
ana lys is ,  i s  def ined by DeFriese and Barry as "a  technique 
designed f o r  t h e  comparison o f  d i f f e r e n t  approaches t o  t he  
achievement o f  t he  same o b j e c t i v e  w i t h  respect  t o  program costs" 
(Smith e t  a1 ., 1986). I n  o ther  terms, cost -e f fec t iveness ana lys is  
a1 lows comparison o f  a1 t e r n a t  i v e  in te rven t ipns  designed t o  achieve 
t h e  same goal .  
To determine t h e  cost -e f fec t iveness o f  a program, a  simple 
mathematical r a t i o  i s  u t  il ized. The numerator represents the  u n i t  
program cost  and t he  denominator i s  some measure o f  t h e  change 
achieved by t h e  s p e c i f i c  i n te rven t ion .  As an example, a  wo rks i t e  
weight reduc t ion  program incurs  an annual cost o f  $10,000, serv ing 
a popu la t ion  o f  50 employees. The average amount o f  weight l o s t  
per  p a r t i c i p a t i n g  employee i s  12 pounds. The cost -e f fec t iveness 
r a t i o  i s  determined as f o l l ows :  
$10 000/50 
,- = $16.7 per l b .  
. 
The advantages o f  us ing cost -e f fec t iveness i n c l  ude being able 
t o  q u a n t i f y  program b e n e f i t  i n  non-monetary terms, which a l lows 
f o r  a l t e r n a t i v e  program compar ison more r e a d i l y .  Cost -  
e f fec t i veness  ana lys is  i s  a t  a  disadvantage, however, because i t  
cannot he lp  determine i f  the  program i s  f e a s i b l e  i n  the  f i r s t  
p lace (Smith e t  al . ,  1986). 
A second eva lua t ion  model i s  t h e  more compl i ca ted  and p rec ise  
cost/benef i t  analys is .  Both t h e  cost /benef  i t  analys is  and the  
cost -e f fec t iveness ana lys is  u t  i 1 i z e  goa ls  and costs t o  determine 
bene f i t s .  Cos t l bene f i t  ana lys is ,  however, has the  f u r t h e r  
advantage o f  a l l ow ing  d i r e c t  comparisons of program costs by t h e  
monet iza t ion o f  bene f i t s .  Mr. Smith warns t h a t  some b e n e f i t s  may 
be d i f f i c u l t  t o  monetize due t o  lack  o f  "sound epidemiological  
data which r e l a t e s  s p e c i f i c  wel lness i n te r ven t i ons  t o  des i red 
behavioral  outcomes and t h e i r  r e s u l t i n g  cost reduct ions"  (Smith e t  
a1 . , 1986). For example, t h e  b e n e f i t s  o f  improved employee morale 
may be d i f f i c u l t  t o  quan t i f y ,  bu t  attempts should be made t o  value 
t h e  reduc t ion  i n  absenteeism and increase i n  p r o d u c t i v i t y  t h a t  may 
be associated w i t h  i t. 
One form o f  cos t / bene f i t  ana lys is  used t o  evaluate hea l t h  
promotion e f f o r t s  i s  t h e  return-on-investment. Return-on- 
investment ana lys is  i s  used t a  " q u a n t i t a t i v e l y  assess a program's 
achievement o f  t o p  management goals i n  t he  shor t  run"  (Smith e t  
al., 1986). Program p r o f i t s  a re  r e l a t e d  t o  investment c a p i t a l  by 
the  use o f  a r a t i o ,  i n  which the  numerator represents a measure o f  
p r o f i t  r e s u l t i n g  from the program, and the  denominator expresses 
t h e  f i r m ' s  investment. Several forms o f  p r o f i t  may be u t i l i z e d  i n  
the  numerator, i nc l ud ing  operat ing income before  f i nanc ing  charges 
and taxes, as w e l l  as ne t  income a f t e r  taxes associated w i t h  the  
program. For example, assume your company spends $10,000 on a 
works i te  s t ress  reduct  ion  program du r i ng  i t s  f i r s t  year. Measured 
savings associated w i t h  reduced hea l th  care expenses t o t a l  $6,000; 
from reduced absenteeism, $5,000; and reduced employee turnover,  
$2,000. The return-on-investment f o r  the  program (be fo re  i n t e r e s t  
and taxes) i s  ca lcu la ted  as fo l l ows :  
Bene f i t  Type 
Reduced hea l t h  care expense 
Reduced absenteeism 
Reduced employee turnover  
TOTAL EXPECTED BEEFITS: 
Bene f i t  Arnoun t 
$ 6,000 
Return-on- - Expected Benef i t 
Investment Program Investment 
ROI = $13,000/$10,000 = 130% 
This s imp le .ana l ys i s  provides, i n  one number, a l l  the major 
forms o f  p r o f i t a b i l i t y  associated w i t h  the  program, which makes i t 
easy t o  compare w i t h  o ther  oppor tun i t ies .  Q u a n t i f i c a t i o n  o f  some 
b e n e f i t s  may be inconc lus ive as u l t i m a t e  bene f i t s  may not  be seen 
f o r  years (e.g., smoking cessat ion programs). 
Another t ype  o f  cost/benef i t  analys is  i s  the  residual-income 
analys is .  Residual-income i s  " t he  ne t  income o f  an investment 
center  less t he  imputed i n t e r e s t  on the  invested c a p i t a l  used by 
the center"  (Smith e t  a1 ., 1986). This measure i s  p a r t i c u l a r l y  
usefu l  when management needs t o  determine which programs t o  comnit 
add i t i ona l  funds. Residual-income operates under the  assumption 
t h a t  a p a r t i c u l a r  comnitment should be in,creased as long as i t  
generates a r e t u r n  i n  excess o f  t he  charge f o r  invested c a p i t a l .  
Residual-income i s  ca lcu la ted  as fo l lows :  
Residual Income = Expected Income - Required Return 
Expected Income = (Investment) x (Return-on-Investment) 
Required Return = (Investment) x (Cost o f  Investment Cap i ta l )  
For example, t h e  company invested $10,000 i n  the  works i te  s t ress  
reduct  i on  program above. The Return-on-Investment i s  130%. The 
Expected Income would be: 
Assuming a 15% cost  o f  invested c a p i t a l ,  the  Required Return-on- 
Investment Cap i ta l  would be: 
Therefore, the  Residual Income i s  ca lcu la ted  as fo l l ows :  
The f i r m  would experience an a d d i t i o n a l  $11,500 i n  res idua l  income 
by committ ing funds t o  the  program, a l low ing  f o r  continued 
investment as long as t h e  expected income exceeds t h e  requ i red  
r a t e  o f  r e t u r n  (Smith e t  a l . ,  1986). 
It becomes apparent t h a t  t h e  cost -e f fec t iveness technique, 
used ex tens ive ly  i n  t he  eva lua t ion  o f  occupational hea l t h  care, i s  
inadequate t o  p rov ide  a  comprehensive f i n a n c i a l  p i c t u r e .  As more 
extensive ep idemio log ica l  da ta  r e l a t i n g  wel lness i n te r ven t i on  t o  
behavioral  outcomes associated w i t h  cost  savings becomes 
ava i lab le ,  t h e  c o s t l b e n e f i t  analyses should become the  measures o f  
choice. 
SECTION I11 
PROCEDURES AND METHODOLOGY 
This i s  a d e s c r i p t i v e  study designed t o  prov ide an analys is  
o f  t h e  content and extent  o f  usage o f  corporate employee hea l th  
promot i o n  serv ices i n  order t o  i d e n t i f y  any economic advantages 
associated w i t h  such use, and t o  determine the  most popular 
c u r r i c u l a .  
Populat ion and Sample Se lec t ion  
The popula t ion o f  t h i s  study was randomly selected from t h e  
Orlando Business Journal 1988-1989 Book o f  L i s t s ,  which i d e n t i f i e s  
the  top  Central  F l o r i d a  organizat ions i n  var ious categories, most 
w i t h i n  the  t r i - c o u n t y  area, inc lud ing  Orange, Seminole, and 
Osceola Counties o f  F lor ida.  A d e l i n e a t i o n  was made ( f o r  
comparison purposes) o f  l a rge  and small companies by number o f  
people employed, w i t h  an equal emphasis placed on both groups. 
\ 
The Employee Heal th Benef i t s  Manager o f  each randomly selected 
company was i n i t i a l l y  contacted by telephone, and then mai led a 
survey quest ionnai re  developed s o l e l y  f o r  t h i s  purpose. 
Procedures f o r  Data Col l e c t i o n  
A st ructured subject ive and ob jec t i ve  survey quest ionnai re  
was formulated f o r  use i n  data c o l l e c t i o n  (see Appendix B) . Many 
of these quest ions were 'purposeful l y  and necessar i ly  s i m i l a r  t o  
those u t i l i z e d  w i t h i n  t he  USDHHS O f f i c e  o f  Disease Prevention and 
Heal th  Promotion survey, as w e l l  as t he  Heal th Research I n s t i t u t e  
study, i n  order t o  ob ta in  homogenicity o f  i n fo rmat ion  f o r  
cmpar  ison purposes. 
The survey quest ionna i re  was packaged w i t h  a  cover l e t t e r  
p rov id i ng  a  b r i e f  d e s c r i p t i o n  o f  t he  study, i nc l ud ing  p o t e n t i a l  
achievements upon completion. Survey quest ionnaires were sent 
i n d i v i d u a l l y  by f i r s t  c lass  ma i l  t o  the  Employee Heal th Benef i ts  
Manager of 51  "smal l "  (120 employees o r  l ess )  and 49 " la rge"  
( g rea te r  than 120 employees) area employers randomly selected from 
the Orlando Business Journal 1988-1989 Book o f  L i s t s ,  encompassing 
Orange, Seminole, and Osceola Counties, o f  F l o r i da .  The average 
"smal l "  company had 65 employees, w h i l e  the  average " la rge"  
company s  i ze was 221 1 . 
Procedures f o r  Data Analys is 
Categories were estab l ished f o r  comparison and ana lys is  o f  
t h e  ex tent  o f  program usage and development; the  economic b e n e f i t s  
-. 
associated w i t h  implementation o f  such programs, de l  ineated i n t o  
p r o j e c t e d  sav ings  i n  h e a l t h  i n s u r a n c e  premium expense, 
p r o d u c t i v i t y  gains associated w i t h  fewer l o s t  workdays due t o  
i l l n e s s  o r  i n j u r y ,  and lower a t t r i t i o n  ra tes ,  i nc l ud ing  any 
sub jec t i ve  comnent on employee morale; breakdown o f  program 
c u r r i c u l a ;  and program p a r t i c i p a t i o n  leve ls .  Fur ther  i n q u i r y  was 
t o  inc lude  whether o r  not  t h e  program i s  administered and/or 
established by an extraneous group. A l l  data was grouped 
according t o  company s i z e  ( l a r g e  v s .  small) and compared. 
I n  addi t ion,  an inquiry  was made as t o  whether the  company 
now has, or plans t o  have, an A I D S  po l icy  i n  e f f e c t ,  as the issue 
unfortunately increases i n  importance and creates serious 
advers i t ies .  
SECTION I V  
RESULTS 
. 
Resoonse Rate 
The f i n a l  response r a t e .  was 61%, w i t h  54% o f  respondents 
represent ing 1 arge f i rms  (greater  than 120 employees) . This 
compares t o  the  1987 Health Research I n s t i t u t e  (HRI) survey 
response o f  28% (Fortune 500 f i rms)  , and the  Nat ional  Survey o f  
Worksite Health Promtion A c t i v i t i e s  commissioned by t he  O f f  i c e  o f  
Disease Prevent ion and Health Promot ion  (ODPHP) , which had an 
respectable ove ra l l  completion r a t e  o f  83%, wi th  61% o f  these 
reported t o  be large f i rms  (greater  than 99 employees) (HRI, 1987; 
ODPHP, 1987). 
General Findings 
The percentage o f  respondents repor t i ng  use o f  employee 
hea l t h  promotion, or wellness a c t i v i t i e s  was less than expected. 
Of t h e  companies t h a t  responded, 28% ind ica ted they had some type 
of employee riellness a c t i v i t y  i n  place, w i t h  a s i g n i f i c a n t  
m a j o r i t y  o f  these beZng l a rge  organizat ions (82%) . I n  contrast ,  
t he  ODPHP sLirvey repor ts  t h a t  66% o f  t h e i r  responding companies 
have programs i n  use, i nd i ca t i ng  the great  ma jo r i t y  o f  these t o  be 
la rge f i rms  as we l l  (al though no f i gu res  were documented). The 
HRI  survey o f  the  Fortune 500 f i rms  repor ts  the  percentage t o  be 
63. 
The m a j o r i t y  o f  respondents i n  our survey who so ind icated,  
r e p o r t  t h e i r  programs have been operat iona l  f o r  one year o r  less.  
It i s  important  t o  note t h a t  20% o f  the  l o c a l  companies 
c u r r e n t l y  w i thout  hea l t h  promotion programs now have one i n  the  
planning stages (67% o f  these r e s i d e  i n  t he  l a rge  category),  and 
59% o f  f i rms  wi thout  programs f e e l  they could save money (by 
reducing hea l th  care costs o r  increas ing p r o d u c t i v i t y )  i f  they 
were t o  estab l  i s h  one (35% la rge) .  
Employee hea l th  b e n e f i t  costs averaged an increase o f  14% i n  
1987, and 20% i n  1988, as tabu la ted from respondents p rov id ing  
such in format ion.  
O f  t he  organizat ions surveyed, 35% have an A IDS (Acquired 
Immune Deficiency Syndrome) p o l i c y  i n  e f f e c t ,  o r  are  c u r r e n t l y  
w r i t i n g  one, thus he lp ing t o  minimize work-re lated d i f f i c u l t i e s  
associated w i t h  t h i s  con t rovers ia l  issue. 
Heal th Promotion A c t i v i t i e s  
As w r i t t e n  above, 28% o f  survey respondents repor ted e x i s t i n g  
. 
employee hea l t h  promotion a c t i v i t i e s  i n  use. The most preva lent  
a c t i v i t i e s  as 1  i s t e d  by percentage o f  respondents were: 
* Smoking Cessation 
( 76%) 
* Substance Abuse/EAP 
(71%) 
* Fi tness Program 
(65%) 
* Weight Loss /Nu t r i t i on  
(65%) 
* Stress Reduction 
( 65%) 
* Heal th Risk Assessm.ent 
(59%) 
* Heal th Education 
(59%) 
* Medical Consumer Education 
(12%) 
Due t o  t h e  low sampling o f  responding small  companies w i t h  
wel lness a c t i v i t i e s ,  comparing prevalence between l a rge  and small  
f i rms  would be i n s i g n i f i c a n t .  For comparison t o  the  na t i ona l  
surveys (HRI and ODPHP), r e f e r  t o  Table 1. 
O f  t h e  responding companies t h a t  use programs, 92% ind ica ted  
t h a t  hour l y  employees, midd le  managers, and sen ior  managers were 
a l l  e l i g i b l e  t o  p a r t i c i p a t e .  This corresponds t o  90% i n  the  HRI 
survey, and g rea te r  than 85% o f  t h e  ODPHP respondents. 
Ret i rees were e l i g i b l e  t o  p a r t i c i p a t e  a t  12% o f  t h e  f i rms ,  
which compares t o  30% i n  t h e  ODPHP study, and 76% i n  the  H R I  
r e p o r t .  No respond ing  s m a l l  company i n d i c a t e d  r e t i r e e  
e l  i g i b i l  i t y  . 
The hea l t h  promotion a c t i v i t i e s  most popular w i t h  e l i g i b l e  
employees were ( i n  descending order)  : 
1. Substance abuse1Employee assistance program (EAP) 
2. Smoking cessat ion 
3. Weight l o s s 1 N u t r i t i o n  
4. F i tness programs 
5. Heal th r i s k  assessment 
6. Stress reduc t ion  
7. Heal th education 
8. Medical consumer education 
The 1 im i ted  number o f  small  f i r m s  using wel lness programs 
ind ica ted  on ly  one o r  two types o f  a c t i v i t i e s  i n  use, thereby 
render ing p o p u l a r i t y  i n s i g n i f i c a n t .  
TABLE 1 
PERCENTAGE OF COMPANIES OFFERING 
HEALTH PROMOTION ACTIVITIES 
ACTIVITIES 
STUDY 
UCF 1989 
65% 
59% 
76% 
65% 
65% 
59% 
H R I  1987 
* Weight Loss /Nut r i t ion  
* Heal th  Education 
ODPHP 1985 
89% 
83% 
15/17% 
- 
* Smoking Cessation I 87 % 
* Fitness Program 79% 
* Stress Reduction 79% 
* Heal th  Risk Assessment 66% 
* Medical Consumer 
Education 
* Substance Abuse/EAP 
36% 
I 
22 % 
27 % 
30% 
29% 
80 % 
- 
u 
- 
12% 
71% 
I 
. 
HRI's na t i ona l  study l i s t e d  the f o l l ow ing  a c t i v i t i e s  i n  order 
o f  p o p u l a r i t y  : smoking cessat ion, substance abuseIEAP, s t ress 
reduct ion,  hea l th  education, weight l o s s / n u t r i t i o n ,  medical 
consumer education, hea l t h  r i s k  assessment, and f i t n e s s  programs. 
The ODPHP Survey made no measure o f  popu la r i t y .  
Several respondents repor ted use o f  incen t i ves  t o  b o l  s t e r  
program p a r t i c i p a t i o n .  The most comnon technique invo lved 
g ran t i ng  t ime o f f  from work t o  a l l o w  employees t o  take p a r t  (26% 
o f  responding companies), 24% o f f e red  p r i zes ,  and 18% reimbursed 
t h e  employee f o r  co-payment expense. Cash awards were o f f e red  by 
7% o f  t h e  f i rms ,  and 12% had other means a t  t h e i r  d isposal .  For 
comparison t o  t h e  na t i ona l  s tudies,  please see Table 2. 
F i n a l l y ,  i t  was found t h a t  48% o f  responding companies using 
hea l t h  promotion a c t i v i t i e s  contracted f u l l y  o r  i n  p a r t  w i t h  an 
ou ts ide  p rov ider  f o r  program operat ion.  By comparison, 44% o f  t he  
ODPHP respondents repor ted using extraneous coord inat ion.  HRI 
sought no d e l  i nea t ion .  
Economic 1mDact 
As discussed e a r l i e r ,  almost a l l  respondents w i t h  hea l t h  
promotion programs i n  use who so ind icated,  repor ted program 
existence o f  one year o r  less .  As a r e s u l t ,  l i t t l e  data ex is ted  
a t  t h e  t ime o f  t h e  survey p e r t a i n i n g  t o  economic changes secondary 
t o  program implementation. The in format ion t h a t  was repor ted may 
be s t a t i s t i c a l l y  i n s i g n i f i c a n t  due t o  sample s ize .  
TABLE 2 
PERCENTAGE OF COMPANIES OFFER1 NG 
INCENTIVES FOR PARTICIPATION 
TYPE OF INCENTIVE 
STUDY 
HRI 1987 
* Cash Awards 
* Co-Payment Reimbursement 
* Time Off f r o m  Work 
* P r i z e s  
* O t h e r  
ODPHP 1985 
I 
13% 
- 
- 
20% 
28% 
13% 
45% 
44% 
56% 
9% 
UCF 1989 
7% 
18% 
29% 
24% 
I.%%; 
The average annual program operat ions cost was $15.91 per 
employee (der ived from 18% o f  respondents), which compares t o  
$14.48 f o r  t he  HRI employers. 
No responding company i n  the study who had implemented hea l th  
promotion a c t i v i t i e s  had determined ( o r  had r e a d i l y  ava i lab le )  the 
costs associated w i t h  t h a t  implementat ion.  Respondents t o  the  
Heal th Research I n s t  i t u te  Survey repor ted the  average program 
implementation costs t o  be $99.10 per e l  i g i b l e  person i n t e r n a l  
costs, and $18.37 i n  ex terna l  expenses (HRI, 1987). 
A minimal 6% o f  the  surveyed companies repor ted having 
devised a means t o  measure cost savings associated w i t h  program 
use, wh i le  HRI repo r t s  an 11% response i n  t h i s  category. 
Although the  value o f  we1 lness a c t i v i t i e s  i n  do1 l a r  amounts 
was understated, several  f i rms  ind ica ted  bene f i t s  perceived ra the r  
than tabulated.  O f  t h e  respondents, 18% f e l t  p r o d u c t i v i t y  had 
increased as a r e s u l t  o f  program usage, wh i le  12% s ta ted  
absenteeism had dec l  ined. The ODPHP Nat ional  Survey reported 28% 
o f  f i rms  thought p r o d u c t i v i t y  had increased, wh i l e  14% ind ica ted  a 
drop i n  medical costs. HRI repor ts  an actua l  average medical cost  
decrease o f  22% i n  companies w i t h  wellness a c t i v i t i e s ,  a 22% 
decrease i n  absenteeism, and a 10% decrease i n  long-term 
d i s a b i l i t y  claims (ODPHP, 1987; HRI, 1987). 
Other means i d e n t i f i e d  t o  reduce employee hea l th  care expense 
included increased deductibles/co-insurance, reported by 59% o f  
surveyed f i rms  (68% HRI) , increased hea l th  p lan con t r ibu t ions ,  
used by 53% of respondents (50% HRI), decreased hea l th  insurance 
coverage imposed by 12% (16% HRI), and the  use o f  HMOs o r  PPOs by 
65% o f  surveyed companies (58% HRI). Please r e f e r  t o  Table 3. 
The average annual cost  savings a t t r i b u t e d  t o  these methods was 
$244 per  employee, a l though few companies responded t o  the  
quest ion. H R I  r epo r t s  an average savings o f  $103 per employee 
using these t a c t i c s  (HRI, 1987). 
No responding small  company provided any i n d i c a t i o n  o f  
c a l c u l a t i n g  economic advantages associated w i t h  program use, 
t he re fo re  comparison w i t h  l a r g e  f i rms  i n  t h i s  category remains 
inconc lus ive.  
TABLE 3 
PERCENTAGE OF COMPANIES USING OTHER 
MEANS TO REDUCE EMPLOYEE HEALTH COSTS 
METHODS I N  USE 
* Increased Heal th  Plan 
Contr ibut ions 
* Increased Deduct ibles/  
Co-Insurance 
* Decreased Coverage 
* HMO/PPO 
STUDY 
UCF 1989 HRI 1987 ODPHP 1985 
50% 
68% 
16% 
58% 
- 
I 
15% 
- 
- 
53% 
59% 
12% 
65% 
SECTION V 
CONCLUSIONS, RECOMMENDATIONS, AND SUMMARY 
Conclusions and Recomnendations 
This i s  bel ieved t o  be the f i r s t  desc r i p t i ve  study regarding 
the use o f  employee heal th  promotion a c t i v i t i e s  focused w i t h i n  the 
t r i - coun ty  area o f  Central F lor ida.  It was found tha t  whi le  
employee hea l th  care expenditures had r i s e n  on an average o f  20% 
i n  1988, on ly  28% o f  l o c a l  companies surveyed had some form o f  
heal th  promotion program i n  use. This was noted t o  be 
subs tan t i a l l y  less than the percentage reported i n  two separate 
na t iona l  surveys. However, i t  i s  apparent the s ize  (number o f  
employees) o f  t he  organizat ion i s  a determining fac to r  i n  whether 
o r  not  hea l th  promotion a c t i v i t i e s  are u t i l i z e d .  I n  our study, 
the vast ma jo r i t y  o f  respondents using programs employed greater 
than 120 people, w i t h  a mean employee number o f  2211. This 
contrasts t o  an average o f  25,970 employees i n  the HRI  survey. 
Furthermore, the  companies i n  our study reported t h e i r  programs 
were i n  use less than one year, i nd i ca t i ng  considerable recent 
i n t e r e s t  i n  the use o f  heal th  promotion i n  an attempt t o  reduce 
runaway employee heal th  care expense. This i s  supported by the  
f a c t  t h a t  an add i t iona l  20% o f  f i n s  wi thout programs are 
c u r r e n t l y  p lanning one, w i t h  almost 60% be1 iev ing  they could 
eventua l ly  reduce costs i f  they were t o  es tab l i sh  wellness 
a c t i v i t i e s ,  
Smaller organizat ions ( those w i t h  less  than 121 employees) 
tend t o  u t i l i z e  one t ype  o f  wel lness a c t i v i t y ,  wh i l e  the  l a r g e r  
e n t i t i e s  used several .  The types o f  a c t i v i t i e s  u t i l i z e d  were 
cons is tent  w i t h  the  na t iona l  r esu l t s .  The a c t i v i t i e s  most popular 
w i t h  employees were t h e  Substance abuselEmployee assistance 
programs and t h e  Smoking cessat ion programs on both the  l o c a l  and 
na t i ona l  l e v e l .  Time o f f  from work and simple p r i zes  were most 
o f t e n  used as an i ncen t i ve  f o r  program p a r t i c i p a t i o n .  Almost one- 
h a l f  o f  t h e  l o c a l  f i rms  had sought outs ide coord inat ion f o r  t h e i r  
programs, t h i s  a l so  cons is tent  on t he  na t i ona l  l eve l .  
Although one f i r m  i n  the  survey repor ted using a  method o f  
savings measurement f o r  employee hea l t h  promot ion, r e a l  i z ing  
decreases i n  hea l th  insurance premiums, medical costs, and death 
ra tes,  coupled w i t h  enhanced p r o d u c t i v i t y ,  most companies had no 
such means. Expectat ions f o r  cost . savings were widespread, 
however, w i t h  several  b e n e f i t  managers c la iming programs too  young 
t o  produce tang ib le  resu l t s ,  a1 though less t ang ib le  measures such 
as decreased absenteeism and enhanced p r o d u c t i v i t y  were witnessed. 
The m a j o r i t y  o f  companies had implemented other  methods o f  
hea l t h  care cost  management, inc lud ing  con t rac t ing  w i t h  HMOs or  
PPOs, imposing increased deduct i b l e s  o r  co- insurance, increased 
employee con t r i bu t i ons  t o  the  hea l th  plan, and even reduced 
coverage, a l l  r e s u l t i n g  i n  substant ia l  savings. Although 
consistent w i t h  the na t iona l  t rend and economically benef ic ia l ,  
these methods are not  wi thout r i s k .  It has become evident the so- 
ca l l ed  "shakeout" o f  HMOs i s  subsiding, w i t h  surv iv ing  HMOs forced 
t o  increase premiums by an average o f  16.5% i n  1989 i n  order t o  
cover losses incurred wh i le  b a t t l i n g  competi t ion (Shellenbarger, 
1990). The other cost saving methods l i s t e d  are proving t o  be 
q u i t e  unpopular w i t h  employees, as evidenced by s t r i k e s  a t  four  
"Baby Be1 1" telephone companies and the P i t t s t o n  Coal Company over 
hea l th  care benef i t s  i n  1989. The Service Employees In te rna t iona l  
Union pred ic ts  more o f  the  same i n  the coming decade as companies 
attempt t o  pass escalat ing medical costs on t o  employees (Study: 
Health Care, 1990). 
The advantages o f  using employee heal th  promotion programs 
become obvious when combining r e s u l t s  o f  the Central F lo r i da  and 
nat ional  studies w i th  the r e l a t i v e  abundance o f  favorable opinions 
and data found i n  the recent l i t e r a t u r e .  Even so, we received 
several negative opinions concerning\ t h e i r  use. One benef i t s  
manager a t  a la rge  l o c a l  government organizat ion (5000+ employees) 
was aware o f  no empir ical  data suggesting employee heal th  
promotion leads t o  cost savings, and f e l t  it was mostly used as a 
marketing scheme f o r  HMOs. Others simply s ta ted they ( o r  t h e i r  
CEO) had no i n t e r e s t  i n  employee heal th  promotion, wh i l e  one very 
l a rge  organizat ion repor ted most o f  t h e i r  employees received 
hour ly  wages, chose not t o  cover fami l ies ,  and had no great  
concern f o r  hea l th  care. 
Negative opin ions notwi thstanding,  i t  i s  expected t h a t  
employee hea l t h  promotion programs w i l l  cont inue t o  p r o l i f e r a t e  
and prove t o  be cost  e f f e c t i v e  over t ime. Not on ly  may they be 
e f f e c t i v e  i n  min imiz ing hea l t h  care cost  escalat ions,  bu t  a lso  
work t o  improve employee morale and enhance the  company image i n  
t he  marketplace as we l l  as w i t h  p o t e n t i a l  q u a l i f i e d  employees. As 
w i t h  any investment, management's concern over cost -containment 
and p r o f  i t  erosion demands t h a t  e x i s t i n g  and proposed hea l th  
promotion programs be cost -  j u s t i f i e d .  As described i n  Section 11, 
methods such as cost -e f fec t iveness analysis,  and c o s t l b e n e f i t  
analyses, i n c l  uding return-on-investment and res idua l  income 
analysis,  could be u t i l i z e d .  I t  may be more d i f f i c u l t  t o  j u s t i f y  
i n i t i a l  out lays and maintenance costs f o r  programs i n  companies o f  
less than 50 employees. Col l e c t i v e l y  , however, several o f  these 
f i rms  may choose t o  es tab l i sh  a s i ng le  program ca te r ing  t o  t he  
employees o f  a l l ,  o r  ensure t h a t  PPOs or  HMOs s o l i c i t i n g  your 
patronage inc lude  wel lness a c t i v i t i e s  as p a r t  o f  the  package. 
Sumnary 
Employee hea l th  insurance premium expense, f o l  lowing the  
t rend  o f  hea l t h  care costs i n  general, have r i s e n  d ramat ica l l y  i n  
recent  years (an average o f  20% i n  1988 alone), p l ac ing  a  
formidable f i n a n c i a l  burden upon employers. Since these premiums 
are experience rated,  t h e  l o g i c a l  means o f  a l l e v i a t i n g  o r  
s t a b i l i z i n g  fu tu re  expenditures i s  t o  improve the  general heal th  
o f  t he  workforce, thereby decreasing usage. 
The purpose o f  t h i s  study was t o  ascer ta in  the  extent  o f  
employee heal th  promotion program usage w i t h i n  the Central F l o r i d a  
business comnunity , and d i f f e r e n t i a t e ,  according t o  company size, 
the types o f  a c t i v i t i e s  used, how they were developed and 
administered, and the  extent  o f  employee pa r t i c i pa t i on ,  and 
compare these s t a t i s t i c s  t o  the na t iona l  data. O f  p a r t i c u l a r  
concern was any r e a l  o r  perceived economic bene f i t  associated w i t h  
program usage. 
Many corporations nationwide have implemented employee heal th  
promot ion programs, cons is t ing o f  various heal th  and 1 i f e s t y l e  
improvement courses, and have reported cost savings associated 
w i t h  t h e i r  use. Our survey has ind icated t h a t  48% o f  companies i n  
t he  Central F lo r i da  area have i n s t i t u t e d  o r  are planning heal th  
promotion a c t i v i t i e s ,  although few have been i n  use long enough t o  
produce tang ib le  evidence o f  benef i t . -  I n  addi t ion,  the  ma jo r i t y  
o f  f i rms cu r ren t l y  wi thout  heal th  promot ion programs be1 ieve t h e i r  
use could be e f f e c t i v e  i n  reducing costs. Less tang ib le  
advantages such as decreased absenteeism and inc reased 
p r o d u c t i v i t y  were reported. 
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Un ive rs i t y  o f  Centra l  F l o r i d a  
Or1 ando, FL 32816-0200 
August 2, 1989 
Dear S i r  o r  Madam: 
It i s  our pleasure t o  present t o  you t h i s  b r i e f  quest ionnaire as 
an i n t e g r a l  p a r t  o f  an important study t o  ascer ta in  the  extent  and 
impact o f  employee hea l th  promotion programs w i t h i n  the  Central  
F l o r i d a  comnunity . 
As you are w e l l  aware, employee hea l th  insurance premiums cont inue 
t o  s i g n i f i c a n t l y  outpace t h e  general i n f l a t  i on  ra te ,  making it 
d i f f i c u l t  f o r  many employers t o  main ta in  hea l th  bene f i t s  a t  
previous leve ls .  Since these premiums are based upon previous 
years'  usage, one o f  t h e  few l o g i c a l  means o f  slowing the r a t e  o f  
increase i s  t o  improve employee heal th.  Many companies, perhaps 
yours, have implemented employee hea l t h  promot i on  programs t o  not  
on ly  decrease b e n e f i t  usage, bu t  increase p r o d u c t i v i t y  as we1 1. 
I n  t he  past,  you may have p a r t i c i p a t e d  i n  a na t i ona l  survey 
request ing s i m i l a r  informat ion.  This study, however, i s  s o l e l y  
f o r  the  purpose o f  c o l l e c t i n g  in format ion t o  be used f o r  t he  
b e n e f i t  o f  businesses i n  our comnunity. Therefore, i f  you w i l l  
k i n d l y  take  15-30 minutes o f  your t ime t o  complete the  enclosed 
quest ionnaire,  and r e t u r n  i t  t o  us as soon as poss ib le  , we w i l l  
successful l y  quan t i f y  and analyze a1 1 survey r e s u l t s  t o  prov ide 
f u t u r e  in fo rmat ion  on the extent  o f  program usage i n  the  
comnunity , costs  associated w i t h  implementat ion, any economic 
benef i ts  associated w i t h  such use; and an opt imal  program 
curr icu lum f o r  var ious s i z e  companies. The r e s u l t s  may then be 
packaged t o  a s s i s t  i n  developing o r  improving works i te  hea l t h  
promot i o n  programs. Please note  t h i s  survey i s  completely 
con f iden t ia l ,  and w i l l  no t  be l i nked  i n  any way t o  you o r  your 
organ i zat ion. 
We appreciate your t ime, and look forward t o  rece iv ing  your 
completed quest ionnaire.  
Sincerely, 
Thomas D . Ber 1 i n  
Heal th Sciences 
Thomas S. Mendenhall 
I n t e r i m  Associate Dean 
Enclosure 
APPENDIX B 
SURVEY QUESTIONNAI RE 
EMPLOYEE HEALTH PROMOTION SURVEY 
Please complete the  f o l  lowing survey instrument, p lac ing  answers i n  the  
spaces provided, and r e t u r n  completed instrument i n  the  self-addressed, 
stamped envelope, o r  t o :  
Health Sciences 
Col lege o f  Health and ~ ' r o f e s s i o n a l  Studies 
Box 25,000 
Un ive rs i t y  o f  Central  F l o r i d a  
O r  1  ando, FL 3281-6-0200 
ATTN: Thomas Ber l  i n  
For survey purposes, "employee hea l th  promotion, o r  wellness program" s h a l l  
be def ined as any set o f  one o r  more a c t i v i t i e s  organized o r  comiss ioned 
by the  company f o r  the purpose o f  e leva t ing  the  l e v e l  o f  employee hea l th  i n  
order t o  decrease employee hea l th  care expense. 
1. Does your company have an employee yes (please go t o  quest ion Y2) 
"wellness" , or hea l th  promot ion  
program i n  use? no 
- (please stop a f te r  #l.B) 
1 .A Does your company c u r r e n t l y  plan t o  yes 
- i n s t i t u t e  a hea l th  promotion, o r  
"wellness" program? no- 
1 .B  Do you f e e l  your company would Yes 
eventual ly  r e a l i z e  a monetary 
savings associated w i t h  the  no 
- i n s t i t u t i o n  o f  a  "wellness" 
program ( i  .e . ,  reduced hea l th  care 
costs,  increased p r o d u c t i v i t y ,  etc.)? 
2. Please i n d i c a t e  employees e l  i g i b l e  -senior managers 
- 
r e t i r e e s  
f o r  p a r t i c i p a t i o n  i n  your program, middle managers 
- 
other- 
 
as we l l  as t h e i r  respec t ive  l e v e l  hour ly  employees 
- p a r t i c i p a t i o n  (percentage) : 
3. Please i nd i ca te  which wellness 
a c t i v i t i e s  your company o f f e r s ,  
and whether i t  i s  he ld  on-s i te .  
o f f - s i t e ,  or both: 
weight l o s s / n u t r i t i o n  
hea l th  education- 
smoking cessation- 
f i t n e s s  program- 
s t ress reduct ion 
hea l th  r i s k  assessment- 
medical consumer education- 
substance abuse/EAPP 
4. Please rank the  popu la r i t y  o f  the  
wellness a c t i v i t i e s  your company 
o f f e r s  (X1 being most popular) : 
weight l o s s h u t r i t  ion 
hea l th  education- 
smoking cessation- 
f i t n e s s  program 
st ress reduct ion- 
heal th r i s k  assessment- 
medical consumer education- 
substance  abuse/^^^- 
5. I d e n t i f y  any employee incent ives cash awards 
- 
offered  t o  enhance p a r t i c i p a t i o n  co-payment reimbursement 
i n  your program: t ime o f f  dur ing work- 
-  p r  i zes 
other- 
none 
6. Have you determined the per-employee average implementation cost 
cost (us ing t o t a l  e l  i g i b l e  employees) 
o f  implementing your program? 
(per empl oyee) 
not determine- 
7. Have you determined the  annual annual cost /program. 
operations costs f o r  your program? annual cost/employee 
not determined 
8. Have you devised a means t o  measure yes (please go t o  X8.A) 
monetary savings associated w i th  no 
- 
(please go t o  19)  
program use? 
8.A What i s  t h e  annual monetary savings 
a t t r i b u t e d  t o  your wellness program? 
8.8 Please ind i ca te  areas where cost hea l th  insurance premiums 
- 
savings were measured: medical costs 
product iv l ty-  
absenteeism- 
 
long-term d i s a b i l i t y  
death rates- 
 
other measures 
9. Please ind i ca te  any change i n  the  hea l th  insurance premiums 
f o l  lowlng var iables since program medical costs 
initiation (increase, decrease, none): p r o d u c t i v i t y  
absenteeism 
long-term d i s a b i l i t y  
death ra tes  
10. Does your company cont rac t  w i t h  an 
outs ide prov ider  f o r  employee wellness 
program operat ion? 
Yes 
no 
- in-par t  
 
11. What other  measures have been 
taken t o  reduce employee hea l th  
costs? 
none 
- 
(please go t o  X12) 
increased p a y r o l l  heal t h o  
p lan-contr ibut  ions 
increased d e d u c t i b l e s r  
co-insurance 
reduced coverage 
HMO / PPO- 
1l.A What i s  the  annual cost savings 
a t t r i b u t e d  t o  the  methods l i s t e d  
i n  #11 above? 
12. What was your company's t o t a l  employee 
hea l th  care costs f o r  the  years: 
13. Does your company now have, o r  plan 
t o  have, an A IDS  p o l i c y  i n  e f f e c t ?  
COMMENTS: 
Thanks again f o r  your t ime and considerat ion! Your e f f o r t s  w i l l  con t r ibu te  
t o  in format ion leading t o  the cur ta i lment  o f  employee hea l th  care costs! 
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